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U.K. Supplementary Budget 


The Chancellor of the Exchequer, when presenting a 
Supplementary Budget to the U.K. Parliament on Oc- 
tober 26, stated that the economic situation had shown 
a distinct improvement during the previgus month. 
Sterling had strengthened, the loss of reserves had been 
effectively halted, and the U.K. current deficit in EPU had 
been greatly reduced. The visible trade gap had narrowed 
in September and the terms of trade had moved in favor 
of the United Kingdom during 1955. The problems faced 
by the United Kingdom are not those of a slack or en- 
feebled economy; rather, the economy is moving on the 
tide of a vigorously growing expansion which is out- 
stripping the resources available to maintain its strength. 
A dual policy of incentive and restraint is needed, and 
his confidence in the scope for increased production has 
been fully justified, with the exception of coal. But there 
are signs that new pressures might develop before the 
original pressures have been checked. Total consumers’ 
expenditure remains too high. New wage claims are being 
pressed, and the level of dividend distribution continues 
to rise. The restraints so far applied have, therefore, to 
be reinforced, but by methods consistent with the Gov- 
ernment’s general economic policy. The measures to be 
taken have been framed to create an economic climate 
in which all elements of the community can play their 
full part. 

In the field of government expenditure, the main pos- 
sibilities for economies lie not in cutting back existing 
services but in restraining the rate of development. The 
criterion of economy and efficiency must be supplied at 
the right time to the food and agricultural subsidies. 
Meanwhile, the housing subsidies will be reduced sub- 
stantially and eventually abolished except in connection 
with slum clearance and rehousing over the crowded areas. 
Local authorities are being asked to restrain current 
expenditure and to keep capital expenditure in 1956-57 
within the 1954-55 limits. When considering the provision 
of finance to local authorities, the Public Works Loan 
Board will in future question all applicants concerning 
their ability to raise funds on their own credit, either in 
the stock market or in the mortgage market. When an 
authority makes a case for borrowing from the Board, it 


will pay rates reflecting not the credit of the Government 
but that of local authorities of good standing in the 
market for loans with maturities of comparable periods. 
Other public authorities are being asked to cooperate in 
restraining current and capital expenditure. Government 
building programs are being curtailed and some existing 
building projects discontinued. 


Telephone and postal charges are being increased to 
reflect more closely the economic cost of the services 
rendered. These increases will bring in an estimated 
£26 million of revenue in a full year. 


Rates of purchase tax are to be increased by one fifth, 
and some household items previously untaxed will be 
added to the list of goods taxed at the lowest rate. Allow- 
ances, which had exempted many types of clothing from 
purchase tax, are to be withdrawn. Changes in purchase 
tax will produce additional revenue, estimated at £15 mil- 
lion in the remainder of the current financial year and 
£75 million in a full year. 


In the sphere of direct taxation, the Chancellor felt that 
the incentive to personal effort given in the reduction of 
income tax in April should not be withdrawn. Nor would 
any practicable change in death duties assist in reducing 
quickly the present claims on resources. On the other 
hand, while both high wages and company profits are 
desirable when they reflect increased efficiency, the level 
of profits (as well as increased wages) could contribute 
to excess demand. It is therefore appropriate that profits 
should make some contribution to the general effort of 
restraint. While various alternatives are available, in 
present circumstances—when increased dividends might 
imply increased consumption—there has to be an in- 
creased tax on distributed profits. Accordingly, the cor- 
porate distributed profits tax will be raised from 2214 per 
cent to 27% per cent. The yield this year will be negli- 
gible, but for a full year it would eventually reach £40 
million. Altogether, therefore, the Chancellor’s tax pro- 
posals would yield an estimated £15 million this year and 
£112.5 million in a full year. 


Sources: The Times, October 27, 1955, and The Econo- 
mist, October 29, 1955, London, England. 


Indus Waters Agreement 

The Government of India and the Government of 
Pakistan announced on November 3 that “In the context 
of the work on a comprehensive plan for the irrigation 


use of the waters of the Indus system of rivers, the Gov- 
ernment of India and the Government of Pakistan, with 
the good offices of the International Bank for Reconstruc- 
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tion and Development, have entered into a new ad hoc 
transitional agreement covering the winter cropping 
period. This agreement was signed in Washington, D. C., 
on October 31, 


Pakistan delegations now in Washington. 


1955. by the leaders of the Indian and 


“The new inter-Governmental agreement continues, for 
the period October 1, 1955 to March 31, 


ments establishing ad hoc amounts for additional canal 


1956, arrange- 


withdrawals by India from the three Eastern Rivers 
(Ravi, Beas, and Sutlej), on lines similar to those estab- 
lished by the previous transitional agreement, which ran 


Transatlantic Coal Shipments 


Transatlantic coal shipments have been the mainstay of 
the tramp shipping freight market this year, and it ap- 
pears that this situation may continue well into next 
year. There has been a steady demand for tonnage on 
time charter for 1 or 2 years’ trading, or on a consecu- 
tive basis, at good rates—a sign of hedging against fur- 
ther increases in freight rates. The National Coal Board 
and other coal charterers have been doing this, and 
recently a contract was let for the shipment, between 
December 1955 and December 1956, of 1,150,000 tons 
from Hampton Roads to the near Continent at 65s. 6d. 
per ton, which compares with 72s. per ton for about 
125,000 tons that are still to be shipped by the end of 
this year. 

Current rates for transatlantic coal are now some 5s. to 
10s. higher than a month ago. This may be due partly to 
a loss of shipping space through delays in the discharging 
ports and congestion in Hampton Roads. Although there 
has been some improvement recently, it is not expected 
to continue because of winter conditions, coupled with 
observance of the winter loadline regulations, which 
reduce cargo capacity by up to 300 tons per ship. A 
similar steep rise has also been noted in transatlantic 
grain rates. Barley from the St. Lawrence has risen from 
75s. for October loading to 90s. for November loading, 
which is double the highest rate paid for this voyage 
during last season. 


Source: The Economist, London, England, October 15, 
1955. 


Europe 
Working Hours in Belgium 


After long and difficult negotiations, in which the Gov- 
ernment was forced to intervene in order to avert strikes, 


Belgian employers and trade unions have agreed to 
reduce working hours from 48 hours to 45 hours per 
week and to establish a five-day working week. The 
agreement will be pui into effect gradually in the various 
industries, and will be subject to further negotiation 
between representatives of employers and trade unions 


in each industry. The Government considers that the 


from April 1, 1955 to September 30, 1955. 

“As already announced, the terminal date for the 
discussions on the preparation of a comprehensive plan 
has been extended by agreement between the two Govern- 
ments and the Bank to March 31, 1956. The conclusion 
of this new agreement enables the planning work to con- 
tinue in an atmosphere of cooperation and goodwill.” 
(See also this News Survey, Vol. VIII, p. 102.) 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
November 3, 1955. 


introduction of the 45-hour week in the coal-mining indus- 
try—unavoidable once introduced in other industries— 
should not result in a reduction in coal production or an 
increase in coal prices. Pending further negotiations, the 
45-hour week is scheduled to be introduced in the steel 
and chemical industries on February 1, 1956, and in the 
nonferrous metals industry on December 1, 1955. Con- 
sidering that the 45-hour week cannot be the rule in Bel- 
gium without working conditions in other neighboring 
countries being taken into account, the Belgian Govern- 
ment proposes to present the problem of working hours 
to all international organizations concerned with these 
matters, particularly the International Labor Organiza- 
tion (ILO) and the European Community for Coal and 


Steel (ECCS). 


Source: La Libre Belgique, Brussels, Belgium, October 29, 
1955. 


Norwegian Orders for Ships 


In 1955, until October 15, Norwegian shipowners had 
contracted for new ships whose dead-weight tonnage 
totaled 1.4 million tons. The value of the new orders is 
NKr 1.8 billion (US$252 million). The 10 per cent levy 
on purchases of new ships, introduced in February of 
this year (see this News Survey, Vol. VII, p. 263), ap- 
parently has not had any effect on the amount of new 
ordering. However, it is certain that the levy has led to 
a shift in payments until after the summer of 1957, and 
that the burden on foreign exchange reserves has been 
reduced substantially. 


Source: Norges Handels og Sjefartstidende, Oslo, Nor- 
way, October 27, 1955. 


Boom Tendencies in Sweden 


The Swedish Economic Research Institute, in its reg- 
ular autumn report, states that the rate of the upswing in 
Sweden’s economy has slowed down somewhat this year. 
There are signs that the excessive demand for goods and 
services, which became apparent last autumn and at the 
beginning of this year, has already been reduced and 
that the economic countermeasures that have been put 
into force have not yet exhausted their restrictive effects. 
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Thus the domestic factors which decide the trends in the 
economy indicate that the slowing down will continue in 
1956, although no definite forecast is possible until the 
outcome of current wage negotiations and the Govern- 
ment’s general economic policy are known. Furthermore, 
the price trends in other countries vary widely, which 
makes it impossible to assess their influence on Sweden’s 
economy. 


The Institute reports that Sweden’s imports have be- 
come more or less stabilized, following the heavy increase 
during the first half of the year, that exports have shown 
no signs of declining, and that the trade deficit for the 
second half year is expected to be smaller than in the 
same period of last year. The volume of imports in 1955 
is likely to be 9 per cent larger, and that of exports 6 per 
cent larger, than in 1954. 

The gross national product will probably increase by 
4 per cent this year. Industrial production during the 
first six months was 6 per cent higher than in the first 
half of 1954. The increase in production in the engineer- 
ing industry has slowed down somewhat, while the timber 
industry's output has remained at a high level. On the 
other hand, the falling off of production in the clothing 
and textile industry seems to have stopped. The rapid 
rise in iron ore and steel output, which was evident dur- 
ing the latter half of last year, has continued. 

Total investments have risen by 4-5 per cent, compared 
with 9 per cent in 1953-54. However, industrial invest- 
ments have increased by about 15 per cent, or about the 
same as last year. 


Private consumption rose by about 4 per cent in the 
first half of the year, and for the entire year 1955 the 
increase in volume may be assessed at nearly 5 per cent. 
When the simultaneous rise in private incomes is consid- 
ered, an increase of SKr 500-750 million in private sav- 


ings from 1954 to 1955 is indicated. 


The slower rate of expansion of investments, the stabili- 
zation of imports, and the lack of a tendency toward over- 
employment are undoubtedly to be viewed in the light of 
the measures taken in the field of economic policy—the 
raising of the discount rate, the investment levies, and 
higher company taxes. The effects of these measures, 
however, do not yet seem to be exhausted. Thus the 
decrease in bank lending which took place in the period 
May-July, after the increase in interest rates in April, 
seems in the short run to be compensated in part by an 
increase in credit outside the banking system. 


Source: Svenska Dagbladet, Stockholm, Sweden, Oc- 
tober 21, 1955. 


Italy's Gold and Foreign Exchange Reserves 


As of June 30, 1955 Italy’s net holdings of foreign 
exchange totaled $880 million, or some $51 million more 


than on June 30, 1954. In the 12-month period, gold 


and dollar reserves increased by $78.4 million, to $918.8 
million, but this was offset in part by the increase in net 
indebtedness to EPU of some $60 million. 


Source: Economic News from Italy, New York, N.Y., 
October 21, 1955. 


Exchange Measures in Greece 


The Greek Government abolished, effective October 22, 
the exchange tax on exports of olive oil fully processed 
or with an acidity below 1 per cent, if packed in barrels 
or cans, or with an acidity of up to 2.5 per cent, if packed 
in cans containing up to 5 kilograms. The exchange tax 
of 5 drachmas per U.S. dollar on exports of olive oil with 
an acidity of more than | per cent and of 4 drachmas per 
U.S. dollar on exports of “neutralized” olive oil are 
maintained. These measures followed the abolition, as 


of September 16, of the exchange practices on exports 


and imports of cotton. The export taxes relating to cer- 
tain types of olive oil (unprocessed common types) ap- 
pear, therefore, to be the only exchange measures intro- 
duced after the devaluation of 1953 that are still in 
effect; they reflect the government policy to promote the 
domestic olive oil refining industry. (See also this News 
Survey, Vol. VII, p. 376.) 


The repeal of exchange taxes on some exports of olive 
oil and on exports of cotton is designed to maintain the 
domestic prices of these products (the output of which 
this year is expected to exceed substantially that in 1954) 
To this 


end, additional measures have been reported. The Gov- 


at satisfactory levels and to promote exports. 


ernment will intervene in the olive oil market through 
purchases from producers of olive oil with an acidity of 
5 per cent at a price of 17 drachmas per oka, compared 
with 15.30 drachmas per oka paid in 1954 (1 oka = 
approximately 2.80 pounds). Furthermore, credit facili- 
ties have been arranged for the financing of inland and 
export trade of cotton and olive oil. 


Sources: Oikonomikos Tahidromos, October 20, 1955, 
and Naftemboriki, October 22, 1955, Athens, 
Greece. 


Greek Import Policy 


Greek procedures relating to imports against shipping 
documents, as promulgated last February (see this News 
Survey, Vol. VII, p. 263), have been modified by a recent 
decision of the Government. Effective October 22, ap- 
proval for the import against shipping documents of 
goods specified in a new list (F3) can be granted only if 
a payment is made equal to 100 per cent of the value, as 
shown in the invoice, of prospective imports. The new 
list includes primarily cotton, wool, linen, and synthetic 
textiles and clothing, automobiles, bicycles, and a number 
of other semiluxury articles. 





The Minister of Trade reiterated the decision of the 
Government to maintain the freedom to import, explain- 
ing the modification of the import procedures primarily 
by the need to give some protection to important branches 
of domestic industry. These branches have recently felt 
increasingly the competition from foreign industries that 
produce similar articles and function under much more 
favorable conditions. Domestic producers concerned have 
undertaken the obligation not to raise prices following the 


introduction of the new measure. 


Source: Naftemboriki, Athens, Greece, October 24, 1955. 


Economic Program for Western Germany 


During the first plenary session of the Bundestag in 
Berlin, Minister Erhard presented an 11-point program 
designed to prevent an excessive boom while maintaining 
a continuous high level of economic activity. The main 
points of the program are as follows: (1) close coopera- 
tion between the Government and the central bank to 
maintain stability of the currency; (2) efforts by the 
Government to cut its own prices, to prevent price in- 
creases at the local and state levels, and to reduce excise 
taxes whenever the reduction is for the benefit of the 
consumer; (3) a government plea to management and 
labor to keep wage movements within reasonable bounds 
and compatible with the general economic situation; 
(4) progressive liberalization of foreign trade, a program 
for a 50 per cent cut in customs duties on agricultural 
equipment and building materials having already been 
drafted; (5) the re-examination of public works projects 
and, wherever possible, their temporary suspension in 
order to lessen the pressure on the construction industry ; 
(6) if necessary, the employment of foreign labor and an 
invitation to Germans working in foreign countries to 
return. 


Source: Bank deutscher Lander, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, October 21, 
1955. 


West Berlin Production af Prewar Level 


The production index for West Berlin industries for 
September 1955 exceeded the 1936 average for the first 
time since the end of the war; the September index was 
110 (1936 = 100), against 97 in August 1955 and 90 in 
September 1954. Production in the capital goods indus- 
tries during the first nine months of this year was 14 per 
cent above that during the corresponding period of 1954. 
In spite of this increase, the production index for West 
Berlin remains about 100 points below that of Western 
Germany. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, October 25, 1955. 
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Yugoslav Trade and Exchange 


For the first eight months of 1955 Yugoslavia had an 
import surplus of 50 billion dinars (US$167 million). 
Imports in July and August (25.7 billion dinars) were 
substantially greater than in the previous year, foodstuffs 
accounting for about 32 per cent of total imports. Exports 
in July and August (11.8 billion dinars) were, however, 
about the same as the 1954 average, and hopes of an 
expansion of exports have not been realized. 


A specialized bank, the Yugoslav Foreign Trade Bank, 
has been formed with a capital of 5 billion dinars, to 
further Yugoslavia’s foreign trade. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Octo- 
ber 5, 1955. 


Middle East 
Egypt's Balance of Trade 


Egypt had a trade deficit of LE 34.0 million in the first 
three quarters of 1955, compared with a deficit of LE 10,2 
million during the corresponding period of 1954. The 
higher figure this year was due to an increase of LE 17.5 
million in imports and a decrease of LE 6.2 million in 
exports. Imports for the three quarters of this year 
amounted to LE 95.2 million, and exports were LE 129.2 
million. 

Sources: Al Ahram, October 27, 1955, and Ministry of 
Finance and Economy, Department of Statistics, 
Report for January-September 1955, Cairo, 
Egypt. 


Commercial and Financial Crisis in Iran 


Since prices in Iran have declined sharply and im- 
porters and factories are facing financial difficulties, the 
Government has announced the following measures to 
ease the situation. When imports reach the limit allowed 
under present regulations, the quotas will not be increased, 
and the Government will consider lowering quota limits 
for next year if Comestic stocks of imported commodities 
prove to be abundant. The rate of exchange will not be 
appreciated. The Bank Melli Iran will grant additional 
export credit facilities. The Bank Melli will inquire into 
the financial situation of merchants and industrialists 
faced with difficulties and, if warranted, grant them as- 
sistance. Development expenditures will be stepped up so 
as to increase the purchasing power of the public. Mer- 
chants and industrialists who are attempting to take ad- 
vantage of the present crisis will be prosecuted. The Bank 
Melli will make funds available to industrialists to pur- 
chase raw materials. 


Source: Ettéla’at, Teheran, Iran, October 1, 1955. 
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Use of Oil Revenue by Iranian Government 


Press reports indicate that the Iranian Government is 
contemplating obtaining for its budgetary needs a larger 
share of the oil revenue than is provided for at present in 
the Development Plan law. The present law, which still 
awaits Majlis ratification, provides that 10 per cent of the 
oil income should go to the Government for budgetary 
purposes. Inasmuch as this will not be sufficient to meet 
an expected budgetary deficit of Ris 6 billion, the Govern- 
ment wants to secure 30 per cent of the oil income. A 
government official is quoted as having said that foreign 
grants for budgetary purposes will no longer be available 
and should not be expected by Iran. The same official 
stated that negotiations for a $15 million loan from the 
United States for budgetary assistance have been con- 


cluded. 
Source: Keyhan, Teheran, Iran, October 5, 1955. 


Agricultural Credit in Pakistan 


The State Bank of Pakistan has introduced a scheme 
to provide for increased facilities for agricultural credit. 
The State Bank Ordinance 1955 stipulates that cooperative 
banks fulfilling specified requirements may qualify for 
designation as scheduled banks and thus be able to draw 
on the State Bank for loans with maturity of up to 15 
months for financing agriculture. The State Bank will 
rediscount bills presented to it by approved cooperative 
banks for financing the marketing of crops and animal 
products, and also for agricultural development provided 
that the credits are for periods of no more than five years. 
On development bills, the Bank will charge a rate equal 
to one half of its usual rate of 3 per cent if it is satisfied 
that the benefit of the reduced rate accrues to the final 
borrower. Similarly, for loans against government paper 
the rate will be less than that charged by the Bank to 
commercial banks. 


Source: Dawn, Karachi, Pakistan, October 16, 1955. 


Far East 


Indian Bill Market Scheme 
The progress of the Reserve Bank of India’s Bill Market 


Scheme since its inception 314 years ago is encouraging. 
Total advances by the Reserve Bank to scheduled banks 
against usance bills during the period from January 1 to 
September 30, 1955 amounted to Rs 1,939 million 
(US$407 million), against Rs 1,366 million ($287 mil- 
lion) during the corresponding period of 1954. On the 
other hand, Reserve Bank advances against government 
securities declined from Rs 1,160 million ($244 million) 
during the first half of 1954 to Rs 910 million ($191 mil- 
lion) in the first half of 1955. This has enabled the 
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Reserve Bank to extend short-term credit to meet the 
genuine requirements of trade and industry during the 
busy season while exercising a degree of qualitative con- 
trol over bank advances. 

During the current year, exchange banks in India have 
increased their utilization of the Bill Market Scheme and 
have resorted less to short-term borrowing from abroad, 
especially since the bank rate in the United Kingdom was 
increased to 414 per cent. The amount of gross advances 
taken by exchange banks from the Reserve Bank during 
the first half of 1955 amounted to Rs 242 million, com- 
pared with only Rs 70 million during the corresponding 
period of 1954, 


Source: The Statesman (Overseas Edition), Calcutta, In- 
dia, October 15, 1955. 


Indian Loan to Burma 


An agreement for a loan from India to Burma was 
signed on October 14. At the request of the Government of 
Burma, India agreed to lend to Burma Rs 200 million 
(US$42 million), instead of Rs 100 million plus a line 
of credit of Rs 100 million as originally planned (see this 
News Survey, Vol. VIII, pp. 113 and 136). The loan will 
bear interest at the rate of 4 per cent, and the principal 
will be repaid in semiannual installments of Rs 25 million, 
commencing in March 1959. The agreement provides that 
the loan proceeds will be convertible into any sterling area 
currency. 


Source: Embassy of India, /ndiagram, Washington, D. C., 
October 20, 1955. 


Thailand's Rubber Exports 


Thailand’s rubber exports in the first six months of 
1955 totaled 64,000 metric tons, about 10 per cent higher 
than exports in the corresponding period in 1954. The 
value of rubber exports almost doubled—rising from $22 
million to $41 million—as a result of sharply rising 
prices for natural rubber. At the rate of exports obtaining 
in the second quarter, it is expected that the 1955 volume 
will reach a new peak, and that the value will be second 
only to the 1951 boom figure of $98 million. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., October 17, 1955. 


Exchange of Banknotes in Vietnam 


Arrangements have been made for the exchange of 
Vietnam banknotes held by residents in France. They must 
be deposited before October 20 at the Paris Office of the 
High Commissioner for Vietnam, and depositors will 
subsequently be reimbursed in notes issued by the Na- 
tional Bank of Vietnam. 


The exchange operations are reported to be proceeding 
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smoothly in Vietnam. The Hong Kong exchange rate. 
HK$8.75 at the end of 


August. probably as the result of transfers of currency 


which had risen to 100 piastres 


to Vietnam for exchange. fell during October to 100 pias- 
tres = HK$7.70. 


S Varchés Coloniaux du Monde, Paris. France. 


October 15. 1955. 


ource 


Taiwan Rice Exports to Japan 


The Republic of China had recently concluded an ar- 
rangement to sell an additional 80,000 metric tons of rice 
to Japan. Valued at US$172.60 f.0.b. per ton. these ex- 
ports will total about US$14 million. 

So far this year, Taiwan has exported 190,000 metric 
tons of rice to Japan, a new record for sales to Japan 
in a single year. The 80,000 tons’ recently contracted 
for will be the third and final shipment for the year. The 
increase of rice exports in 1955 is made possible by higher 
crop yields. 

Source: Chinese News Service, Press Release, New York, 
N. Y., October 11, 1955. 


Economic Developments in Indonesia 


Indonesia’s food production during the first half of 
1955 was adversely affected by the flood damage to the 
rice crop and the failure of the maize crop in several 
regions. Rubber production also decreased. The estate 
rubber output of 131,000 metric tons during this period 
was 5 per cent lower than in the corresponding period of 
1954, as a result of aging plantations, unfavorable weather, 
and thefts of latex; small-holder rubber output is esti- 
mated to have decreased by about 15 per cent. On the 
other hand, sugar production rose to 209,000 tons, from 
126,000 tons in the first six months of 1954, and it is 
expected that output for the whole of 1955 will be 840,000 
tons, against 718,000 tons in 1954. There were increases 
also in coffee and hard rope fibers, while the output of 
tea and palm oil during January-June 1955 was nearly 
the same as during the corresponding months of 1954. 

Output of crude oil, at 5.8 million metric tons, was 13 
per cent higher than during January-June 1954; and 
manganese (16,000 tons) and bauxite (116,000 tons) 
increased by more than 100 per cent. Tin ore output and 
coal production, amounting to 15,200 long tons and 
102,000 metric tons, respectively, were somewhat smaller 
than in the earlier period. 

The money supply rose by 14.5 per cent, to Rp 12.55 
billion, between the end of December 1954 and the end 
of June 1955, mainly because of the increase of Rp 1.36 
billion in total government borrowings from the Bank 
Indonesia. An increase of Rp 464 million in domestic 
private credit and of Rp 44 million in foreign exchange 
reserves were the other expansionary factors. Increases 


in the capital and reserves of large banks, time deposits, 
and deposits in rurni accounts (foreign nonresident ac- 
counts), however, exerted some contractionary influence. 


The Government’s cash deficit during this period 
amounted to Rp 1.24 billion. The deficit was financed 
solely by borrowings from the Bank Indonesia, which, in 
fact, were Rp 126 million more than the cash deficit. 
There was a reduction of Rp 48 million in the volume of 
government notes and coin and Treasury bills, a repay- 
ment of Rp 48 million to the importers from their com- 
pulsory advance import prepayments, and a reduction of 
Rp 30 million in the current account balances of various 
government services. The external consolidated public 
debt decreased by Rp 0.1 billion, to Rp 5.14 billion, as 
there was an equivalent reduction in the debt to the 
The internal consolidated debt remained 
unchanged at Rp 5.03 billion, and the internal floating 
debt increased by Rp 1.24 billion, to Rp 7.81 billion, 
mainly as a result of the increase in borrowings from the 
Bank Indonesia. 


Netherlands. 


Source: Bank Indonesia, Bulletin, Djakarta, Indonesia, 
No. 6, August 1955. 


Philippine Gold Mining Subsidy 


From September 16 until the end of 1955 the Central 
Bank of the Philippines will purchase gold at 103 pesos 
and 105 pesos per ounce from overmarginal and marginal 
mines, respectively, in accordance with the classification 
of the Gold Subsidy Board. Gold producers are required 
to sell a minimum of 50 per cent of their gold production 
to the Central Bank at these prices, and have the option 
of selling the whole of their output at the same prices. 

The new prices have the effect of reducing the rate of 
assistance to overmarginal mines from 35.40 pesos per 
fine ounce, the rate established in June 1954, to 33 pesos, 
and to marginal mines from 41.72 pesos to 35 pesos per 
fine ounce. 

Source: Central Bank of the Philippines, Circular No. 63, 
Manila, Philippines, September 28, 1955. 


United States 
U.S. Foreign Aid in Fiscal 1955 


Net deliveries of goods and services or cash payments 


to foreign countries under the U.S. foreign aid programs 
totaled $4.5 billion in the fiscal year 1955. The decline 
of $760 million from fiscal 1954 was due primarily to a 
28 per cent decrease in transfers of military supplies and 
services, the greatest contraction occurring in shipments 
to Western Europe, which have fallen 50 per cent since 
fiscal 1953. Other grants rose almost one fourth, to 
$1.9 billion, reversing a five-year downward trend. This 
increase was due largely to cash payments to France and 
Indo-China to help defray costs of the Indo-Chinese war. 
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Economic aid to European countries other than France 
fell one third during the year. An increased rate of re- 
habilitation caused economic aid to the Republic of Korea 
to rise one third. 

U.S. credit collections exceeded new loan disbursements 
by $17 million in fiscal 1955, compared with net loans of 
$124 million a year earlier. New credits included the 
$100 million loan to the European Coal and Steel Com- 
munity. 

Source: Department of Commerce, Press Release, Wash- 


ington, D, C., October 21, 1955, 


Latin America 
Venezuelan Development Policy 


The Corporacién Venezolana de Fomento, Venezuela’s 
government-operated development agency, has announced 
that it will sell all holdings, companies, and farms owned 
by it if they can be better developed by private capital 
or do not satisfy the needs of economic development. A 
textile firm and an edible oils company have already been 
sold, and the Corporacién is planning to sell a farming 
company, with its four main properties. 


Source: The Journal of Commerce, New York, N. Y.., 
October 20, 1955. 


Changes in Ecuador's Import Classifications 


By an Ecuadoran Government decree of October 5, 
1955, many import commodities formerly included in 
List I (essential and semiessential goods), to which the 
official market rate of S/ 15.15 applies, have been shifted 
to List II (luxury goods), to which the Central Bank 
present free market rate of S/ 17.50 applies. The same 
decree exempts imports of books and newspapers from 
the requirement of a prior import permit and specifies 
that the payment must be made with free market exchange. 

The measure affects such imports as linen and woolen 
textiles and hemp; cottonseed oil; paper blocks, note 
books, albums, and other office supplies; books and news- 
papers; tiles, bricks, and other luxury construction mate- 
rials; nonelectric stoves and heaters; certain types of 
furniture made of iron; watches; records; explosives and 
cartridges; statues, busts, sculptured articles, and plaster 
of paris; nails, screws, and other hardware; certain types 
of towel; and oxidized water. 


Source: El Comercio, Quito, Ecuador, October 11, 1955. 


Commercial Banks’ Reserve Requirements in Peru 


Two measures of Peru’s Superintendency of Banks, cov- 
ering the reserve requirements to which the commercial 
banks are subject, became effective on September 26, 
1955. One measure established a penalty for banks that 
fail to comply with present reserve requirements; the 
penalty is a charge of 7 per cent per annum, collected by 


the Superintendency of Banks,on the amount of the re- 
serve deficiency. Under a government decree of July 26, 
1955, the Superintendency of Banks has the authority to 
establish penalties on banks’ reserve deficiencies up to a 
maximum rate of three times the Central Reserve Bank 
of Peru’s rediscount rate for commercial bank paper. At 
present, this rediscount rate is 6 per cent per annum. 
The second measure modified the application of existing 
additional reserve requirements—which are based on the 
increase in deposits above a level reached on a specified 
date—by changing the specified date from April 30, 1953 
to March 31, 1955. The rate of additional reserve require- 
ments remains unchanged at 50 per cent of the increment 
for sight deposits and at 25 per cent of the increment for 
time deposits. The additional reserve requirements do not 
apply if total deposits amount to less than three times 
the paid-up capital plus reserves of the bank. All banks 
in Peru are subject to basic reserve requirements, namely, 
22 per cent against sight deposits and 11 per cent against 
savings and time deposits. 
Superintendency of Banks, Copia Informativa 
821, July 26, 1955, and 826, 


September 26, 1955), Lima, Peru. 


Sources: 
(Circulars Nos. 


Enlargement of “Exceptional Exchange Area” in Chile 


It has been reported that proceeds from the exports of 
copper and silver produced by small and medium-sized 
mines in Chile are now entitled to the “exceptional area” 
rate of Chil$300 per U.S. dollar, and that it is expected 
that the same treatment will be extended to exports of 
metallic mercury and sodium phosphates. The sale of 
exchange by the nitrate industry to cover its cost of pro- 
duction is also being made at the Chil$300 rate. This 
“exceptional area” rate was originally established to foster 
minor exports. 

The exchange rates of Chil$110 and Chil$200 apply to 
a number of commodities specified in the exchange budget 
for 1955, including most of the major import commodities. 
All other permitted imports have now been shifted to the 
“exceptional area”’ selling rate. 

“Invisible” items related to trade, such as freight and 
insurance, as well as amortization and the remittance of 
profits of capital invested in Chile and some other in- 
visible items, have also been shifted to the “exceptional 


area” arrangement. 


It is also reported that commercial banks in Chile. 
which had been free to sell exchange for transactions 


within the “exceptional exchange area,” are now required 
to obtain an authorization from CONDECOR (National 


Foreign Trade Council), in addition to import licenses. 


before selling exchange or opening letters of credit for 
imports of most goods. 


Source: The Journal of Commerce, New York. N. Y.. 
October 25, 1955. 
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Argentine Exchange Rate 


The Argentine Government announced on October 27 
that a single exchange rate of M$N 18 per U.S. dollar 
would replace the former multiple rate structure, which 
had been in effect since August 1950. The most important 
previous rates had been M$N 5 per dollar, applied to the 
principal exports and some essential imports; M$N 7, ap- 
plied to exports not controlled by the State Trading In- 
stitution and to imports of raw materials and foodstuffs; 
and M$N 14, applied to all other foreign exchange trans- 
actions. On October 28, the Government announced that 
all foreign exchange transactions would be suspended 
temporarily. 


Argentina’s terms of trade have deteriorated substan- 
tially since 1953, as a result of declining prices for its 
principal exports, such as wheat and other cereals. The 
declining export prices and such other factors as wage 
revisions, increased government investments, and a decline 
in agricultural production have caused inflationary pres- 
sures. The money supply during 1955, as in the past few 
years, has been increasing at a rate of about 20 per cent. 
The main reason for the expansion has been increased 
short-term borrowing by the Government, to finance sub- 
sidies on imports and deficits of the State Trading In- 
stitute (IAPI). 

A decline in both the volume and value of exports in 
1955, together with an increase in imports, indicates that 
for the year there may be an import surplus equivalent 
to about US$180 million. The decline in exports has been 
due to lower exports of grains; meat exports have risen 
about 20 per cent, and shipments of livestock by-products 
have increased slightly. 


Sources: The Washington Post and Times-Herald, Wash- 
ington, D. C., October 28 and October 29, 1955; 
The Review of the River Plate, Buenos Aires, 
Argentina, various issues. 


Argentine Central Bank Appointments 


Following the appointment, early in October this year, 
of the new Minister of Finance, Dr. Julio E. Alizon Garcia, 
who is President of the Central Bank, the appointments of 
Dr. Roberto Vertier as Undersecretary of Finance and 
Vice President of the Central Bank and Dr. Eusebio 
Campos as General Manager were announced in the second 
week of October. These officials were previously members 
of the Central Bank staff, and Dr. Campos was Under- 
secretary of Economy until 1952. 

From September 25 to October 10, 1955, the Minister 
of the Treasury, Dr. Eugenio José Folcini, who also had 
been a member of the staff of the Central Bank, was 
Acting Minister of Finance. 


Source: The Review of the River Plate, Buenos Aires, Ar- 
gentina, October 21, 1955. 
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Other Countries 


South African Mine Labor 


With the possible exception of 1941, mining activity 
in the Union of South Africa is this year providing em- 
ployment for a greater number of persons than ever 
before. By the end of the first quarter of 1955, the index 
of employment in mining and quarrying exceeded that of 
1948, the base year, by 23 per cent. The number of 
white employees has increased by 33 per cent since 1948, 
and of nonwhite labor by 22 per cent. The average index 
for the first three months of 1955 was 5 points higher than 
the corresponding average for 1954. 


In all, 544,579 persons were employed in all aspects 
of mining activity at the end of May 1955, 15,000 more 
than at the end of May 1954. Of the total, 87 per cent 
were natives and most of the remainder, Europeans. The 
gold mines employed more than 412,000. Gold mines in 
the Orange Free State absorbed virtually the whole of the 
increase in native mine employees, while uranium proc- 
essing has attracted a considerable number of additional 
European workers. 


The total salary and wage bill of the gold mines that 
are members of the Transvaal and Orange Free State 
Chamber of Mines was £64.2 million in 1954. Of this total, 
£44.4 million was paid to European workers and £19.8 
million to non-Europeans, who in addition received food- 
stuffs free, to the value of nearly £6 million. 


Despite the generally favorable trend, the labor supply, 
both European and non-European, is still well below re- 
quirements, particularly in the gold mines. The rather 
better flow of native mineworkers since 1953 has brought 
into greater prominence the shortage of European workers. 


Source: Barclays Bank D.C.O., Overseas Review, London, 
England, October 1955. 
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